the implications of the foregoing policy pre- 
geriptions are quite clear. To correct its pay- 
ments deficit, it would be inappropriate for 
the United States, as a reserve-currency coun- 
try, to alter unilaterally its foreign exchange 
tate because such action would be detrimental 
to the continued stability of the international 
monetary system. Moreover, it would be un- 
desirable for the United States, as the largest 
capital exporter in the world today, to view 
the use of selective controls over its capital 
outflows, such as the Interest Equalization 
Tax, as a permanent solution to its balance 
of payments difficulties. Rather, the most ap- 
propriate solution, albeit a slow working one, 
is for the United States to make its goods and 
services more competitive with foreign pro- 
duced goods and services, both at home and 
abroad. Clearly, the best way to accomplish 
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this in a nondiscriminatory manner is for 
the United States to prevent an upward move- 
ment in its average level of prices and wages— 
sO as to improve its cost-price structure rela- 
tive to other countries—and to achieve bal- 
anced economic growth domestically. The im- 
portance of price stability in the United States 
cannot be overemphasized because it is not 
only a key element in the achievement of long- 
run balance in the United States external posi- 
tion, but it is also a crucial ingredient in the 
attainment of a sustainable economic growth 
rate internally. Hence, the policy prescription 
for the United States, which is simultaneously 
consistent with internal and external balance, 
is the vigorous and flexible pursuance of mone- 
tary and fiscal policies designed to promote 
and maintain a noninflationary and stable rate 
of economic growth. 
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